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KEY ECONOMIC INDICATORS 
(In Millions of U.S. Dollars Unless Noted Otherwise) 


1989 1990 (b) 1991(b) 1992(c) 


Domestic Econom 
Population (millions) 34 35 36 37 


GDP (1980 prices) 5,450 5,340 5,020 4,718 
Budget surplus or deficit 

as % of GDP - 14 n/a 
Principal exports: 
-Copper (’000 MT) 150 
-Cobalt (’000 MT) 9 7 
-Oil (million barrels) 7 8 
-Coffee (’000 MT) 88 n/a 
-Diamonds (million carats) 17 (qd) 12 


Mone Credit and Prices 
Money supply (billion zaires) 274 560 6,700 n/a 


Credit to public sector 227 455 5,700 n/a 
Credit to private sector 192 203 1,200 n/a 
Inflation (percent) 101 243 3,747 1,000 
Copper price in cents/l1b 135 121 110 n/a 


Balance of Payments 
Total exports (FOB) 2,302 2,104 n/a n/a 
Total imports (CIF) 1,993 1,796 n/a n/a 
Trade Balance 309 308 n/a n/a 
Current account balance -460 -456 n/a n/a 
Foreign debt(year end) (a) 7,531 8,610 9,800 n/a 
-Debt service paid 190 106 n/a n/a 
-Debt service due 997 964 n/a n/a 
-Debt service paid as 
% of merchandise export 8.2 5.0 n/a n/a 
Foreign exchange reserves 190 n/a n/a n/a 
Ave. Exchange Rate (z/US$) 382 719 15,587 n/a 


U.S-Zaire Trade 

U.S. exports to Zaire 122 138 62 n/a 

U.S imports from Zaire 332 317 302 n/a 

U.S. bilateral aid 66 44 46 + 
-Economic 62 40 46 4 (e) 
-Military 4 4 0 (f) 0 


Major U.S. exports (1991): wheat, used clothing, spare parts, 
and mining and transport equipment. Major U.S. imports (1991): 
crude oil, copper, diamonds, cobalt, zinc. 


(a) excludes IMF credit, (b) U.S. Embassy estimates except for 
U.S. trade, exchange rate and aid data, (c) projections of most 
figures. for 1992 would not be meaningful under current economic 
conditions, (da) through November 1991, (e) humanitarian aid, (f) 
cut by Congressional action. 

Sources: IMF, U.S. Embassy Kinshasa, U.S. Department of Commerce 





SUMMARY 


Hyperinflation, the largest deficit ever (in real terms), a 
sharp increase in unemployment, political instability, and 
civil disorder pushed Zaire further into economic disarray in 
1991. Belgium had withdrawn technical personnel and suspended 
aid in July 1990. Zaire’s growing debt arrears led the African 
Development Bank (ADB) to suspend its activities in Zaire in 
June. During the same month, nonpayment of debt also brought 
Brooke sanctions into force, cutting off aid from the United 
States. In September Zaire was declared ineligible to use the 
resources of the International Monetary Fund (IMF) due to its 
overdue financial obligations to the fund. In the absence of a 
structural adjustment program, no new World Bank projects were 
developed, and several existing projects were suspended when 
the Government of Zaire (GOZ) failed to provide local 

currency. 


In September and October, riots and extensive looting in the 
capital and elsewhere caused an acceleration of Zaire’s 
continuing economic decline and prompted the evacuation of at 
least 20,000 expatriates. Although some businessmen stayed and 
others eventually returned, a number of businesses, including 
the General Motors plant in Kinshasa, closed permanently. 
Unemployment, already a serious problem,: grew as at least 
100,000 people lost their jobs between October and December. 
Most Zairians now rely on subsistence agriculture or trade in 
the informal sector for survival. Purchasing power is at an 
all time low. Real GDP declined by at least 6 percent in 1991 
while population growth continued at about 3 percent. 


Short-term economic prospects are grim. Copper exports, 
Zaire’s major source of revenue, hit a ten-year low in 1991. 
They are not expected to meet GOZ projections of 220,000 metric 
tons in 1992. An explosion in public spending, fueled 
primarily by substantial increases in government salaries, 
swelled the budget deficit and increased inflationary 
pressures. The economy has become essentially cash-based, and 
hard currencies, particularly the U.S. dollar, are increasingly 
replacing the national currency as the preferred medium of 
exchange. A chronic shortage of Zaire bank notes has brought 
the banking system to a standstill. 


Because of its size and wealth of resources, Zaire’s long-term 
potential is more promising. Zaire’s prospects depend upon its 
ability to achieve political stability, mobilize its resources, 
control government spending, and renew multilateral and 
bilateral aid programs. It must address, however, a wealth of 
major constraints: a heavy and growing external debt burden; 
dependence on export of primary commodities which have poor 
price prospects, an outdated and badly deteriorated physical 
infrastructure, an inadequate public investment program, and 
lack of business confidence. 





A. Recent Trends 


During the late 1970s and early 1980s, Zaire experienced severe 
economic problems resulting from a number of factors: a sharp 
drop in the price of copper, its principal export commodity; 
the need to service large foreign debts contracted to finance 
noneconomic investment projects; the "Zairianization" 
(expropriation) program of 1974; excessive regulation of the 
economy; and an overvalued currency, high inflation, and large 
budget deficits. During this period, the country’s 
infrastructure progressively decayed. Previously a net 
exporter of agricultural products, Zaire became a net importer, 


as many plantations ceased to function and prices were fixed at 
low levels. 


From late 1983 to early 1986, Zaire implemented an economic 
stabilization program to deal with this crisis. Foreign 
exchange policies were liberalized, most prices decontrolled, 
and government expenditures reduced. However, in 1986 export 
earnings fell dramatically; Zaire went off its IMF/World Bank 
program, and there was a substantial relaxation of the 
structural adjustment effort. A new structural adjustment 
program was initiated in 1989; and by the end of the year, the 
inflation rate had declined; the gap between the parallel and 
official exchange rates had substantially narrowed; and 
positive real interest rates were established. Despite these 
developments, GDP declined by about 1 percent in 1989. The 
government abandoned the reform process in early 1990, 
beginning a pattern of growing budget deficits, rapidly 
increasing inflation, and currency depreciation. Debt 
forgiveness plans for 1990 and 1991 were not implemented 
because the GOZ had not resumed its Structural Adjustment 
Program (SAP). Movement toward democratization began in April 
1990, but none of the five governments since the beginning of 
1991 has come to grips with the economic deterioration. Until 
the political situation stabilizes and stringent fiscal 
controls are put in place to allocate resources into productive 


sectors of the economy, foreign aid, other than humanitarian, 
is unlikely. 


Exports: Zaire’s exports are dominated by mineral products, 
ataariiy copper, cobalt, diamonds, zinc, tin, and gold. In 
1991 export revenue declined largely due to a fall in copper 
exports. Copper export volume is expected to be even lower in 
1992 because GECAMINES has been unable to finance urgently 
needed repairs and improvements, including repairing the damage 
caused by the 1990 Kamoto mine cave-in. Transportation 
problems have grown as the infrastructure continues to 
deteriorate. Diamond exports increased in relative importance 
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during 1991 although the value of total diamond exports fell 
about 6 percent compared with 1990. Low world prices and lack 
of transport have discouraged production of coffee, Zaire’s 
largest agricultural export. 


Exchange Market Developments: In August 1991, the GOZ allowed 
the saies to float, resulting in an immediate 50 percent 
devaluation against the U.S. dollar. The parallel market 
continued to function, however, due to a lack of both foreign 
exchange and zaire bank notes within the banking systen. The 
official exchange rate on December 31, 1990 was zaires (z) 
2,015/$1. The exchange rate averaged z 15,587/$1 in 1991 and 
had fallen to z 62,900/$1 by December 31. During March 1992, 
the parallel rate plummeted to z 200,000/$1. Bank notes of 
2,000, 20,000, and 50,000 zaires were put in circulation in 
1991, followed by 100,000, 200,000, and 500,000 denomination 
bank notes in January, April, and May 1992. The release of 1 
million zaire notes, which are currently on order, is expected 


to fuel both inflation and further depreciation of the zaire in 
1992. 


External Debt Burden: Zaire’s total external debt, both 
government to government and commercial, is estimated to be 
$9.8 billion. The majority of this debt is owed to bilateral 
government creditors, about 20 percent to multilateral 
institutions, and 6 percent to commercial banks. Debt 
forgiveness plans initiated in 1989 and 1990 by Belgium, 
France, Germany, and the United States would have improved 
Zaire’s debt situation somewhat if the GOZ had remained on a 
SAP. External debt service represented only an insignificant 
proportion of total government expenditures in 1991 as the GOZ 
failed to make most of its scheduled principal and interest 
payments. The mounting debt burden likely will present a major 
challenge to the democratization process. 


Money, Credit, and Inflation: Zaire has financed its large 
budget deficits by borrowing from the domestic banking sector, 
a tactic which spawned excessive growth in the money supply and 
rapid inflation. As of October 1991, the budget deficit had 
reached 5.5 trillion zaires ($727 million) and probably 
exceeded 20 trillion zaires ($1 billion) by the end of 1991. 
Virtually all of the deficit was monetarily financed. The 
money supply grew nearly twelvefold between 1990 and 1991. 


Inflation skyrocketed to over 3,747 percent by year-end 1991 
and continues to accelerate. 


Reform of Public Enterprises: Inefficient parastatals have 
contributed to Zaire’s troubled economic history and have been 
a severe strain on the budget. In recent years, Zaire has 


taken limited steps to reduce the role of the public sector in 
the economy and increase the efficiency of parastatals. 
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The broad objective is to make the private sector responsible 
for all productive activities except for essential public 
services such as utilities. An agricultural divestiture 
program has privatized some parastatals and eliminated others. 
Efforts to implement a program designed to reduce the operating 
costs of Gecamines, the state-owned mineral producer, have been 
thwarted by lack of capital. 


Prospects for Sustained Growth: Zaire’s ability to achieve 
sustained economic growth over the medium term depends on its 
being able to address the following major constraints: (a) a 
heavy external debt burden; (b) dependence on the export of 
primary commodities -- copper, cobalt, oil, diamonds, and 
coffee -- whose price prospects are not encouraging; (c) an 
outdated and deteriorating infrastructure; and (d) a lack of 
investment. 


Availability of Insurance Coverage: The rioting and looting of 
September and October 1991 caused an estimated $1 billion in 
damage countrywide, drove a number of local insurance companies 
out of business, and prompted Lloyds to take Zaire off cover. 
It remains impossible to obtain insurance for anything once it 
leaves bonded warehouse. Major international air carriers no 
longer serve Zaire because insurance charges are prohibitive. 
Maritime insurers continue to charge "war risk" rates, forcing 
many local companies to bring their goods in without insurance 
coverage. 


Bilateral Investment Treaty: The Bilateral Investment Treaty 
(BIT) guarantees American investors national treatment status 
in Zaire, unrestricted repatriation of profits, rights to 
employ necessary expatriate technical and managerial personnel, 
and binding third-party arbitration in the event of an 
investment expropriation dispute. A number of U.S. firms are 
pursuing claims against the Government of Zaire under the BIT 
for damages incurred during the looting of September and 
October 1991 but it is not clear what, if any, compensation the 
GOZ will actually provide. 


Investment Protection Insurance: Zaire is a member of the 
World Bank’s Multilateral Investment Guarantee Agency (MIGA), 
which offers insurance to new foreign investments against 
foreign exchange risk, expropriation and civil unrest. The 
U.S. Overseas Private Investment Corporation (OPIC) has offered 
American investors similar insurance protection in the past but 
the large number of claims pending from the last year’s looting 
and rioting makes it unlikely that OPIC will resume extending 
protection against civil unrest over the short term. 
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Investment Code: The Investment Code adopted in April 1986 
offers a number of incentives designed to restore investor 
confidence and mobilize foreign capital. Benefits include tax 
and duty exemptions depending on location of the enterprise, 
number of jobs generated, type of activity, training and 
promotion of local staff, export orientation, and value added 
to local resources. Most of the benefits are for one to ten 
years. Investors should be aware, however, that because of the 
severe shortage of foreign exchange the banks give priority to 
purchases of fuel, raw materials and spare parts over 
repatriation of profits. Additionally, due to rapid 
devaluation, the foreign exchange value of the investment 
returns declines during the often lengthy process of authoriza- 
tion. As a result most companies choose to reinvest their 
zaire-denominated returns. 


U.S. Economic Assistance to Zaire: The U.S. Agency for 
International Development (USAID) suspended operations in Zaire 
in 1991 and has formally terminated almost all assistance 
projects. USAID is providing limited humanitarian aid through 
nongovernmental organizations (NGOs) such as a $3 million grant 
to UNICEF plus funding for NGOs distributing medical supplies. 
Small disaster assistance grants provided some nutrition 
assistance following the September riots as well as aid to 
human rights abuse victims in April and May 1992. In 1990, 
USAID provided economic assistance under PL 480 Food for Peace 
and Development Fund for Africa grants. Forty-three percent of 
the aid consisted of wheat and cotton imports; the rest 
supported a portfolio of development projects. U.S. aid in the 
pipeline before USAID suspended operations in December 1991 was 
about $96 million, of which about $50 million was deobligated 
by June 1, 1992. 


B. Implications for the United States 


Export Opportunities: Zaire has a large market of 36 million 
people. Although many U.S. products would be competitive, 
penetrating Zaire’s market requires experience and local 
contacts. Other obstacles to increased U.S. exports to Zaire 
include the absence of U.S. Government export financing, 
irregular communication and transportation, a history of 
uncertain foreign exchange availability, and, at present, 
greatly reduced purchasing power due to the weak zaire. 


Despite these difficulties, American cosmetic and computer 
manufacturers have expanded their markets, especially in 
Kinshasa. Additional American investment in telecommunica- 
tions, specifically cellular telephones, is under way. A 
rumber of export opportunities exist for U.S. companies in 
heavy machinery; agricultural equipment; manually-operated, low 
maintenance, agricultural and food machinery; appropriate 
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technology such as machinery for water pumps and brickmaking; 
pharmaceuticals; used clothing; and four-wheel drive vehicles. 
Commodity sales in Zaire can likewise be profitable as the 
country is a net food importer. Products such as wheat, flour, 
frozen fish and chicken, and canned goods account for almost 30 
percent of all imports. South African and Belgian companies 
are the largest suppliers of these products; however, American 
companies have captured much of the market for wheat through 
the U.S. PL 480 program (now in abeyance) and the U.S. 
Department of Agriculture’s Export Enhancement Program. Corn 
and poultry are likely prospects for increased U.S. market 
share. U.S. exporters should also consider sales of processed 
foods to the major private importers in Kinshasa. 


For the industrial and transportation sectors in Zaire, there 
is a need for used equipment, which could offer producers in 
Zaire the opportunity to update facilities and reduce cost. 
Demand for U.S. mining, road-building, and forestry equipment 
is expected to remain strong. The state mining company, 
Gecamines, has bought heavily from U.S. suppliers but is 
currently having difficulty paying its debts. The MIBA diamond 
mines and Kilo-Moto gold mines are also good potential 
customers. However, any major projects will likely have to 
await a new structural adjustment program and the payment of a 
substantial portion of Zaire’s existing. debt arrears. 


#U.S. Government Printing Office : 1992 - 311-913/40053 








